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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 

In re application of: Thomas G. Woolston Jon W. Dudas, Director of the United 

States Patent and Trademark Office 

Application No.: 09/557,617 

Technology Center: 2100 



United States Patent and Trademark Office 
Customer Service Window, Mail Stop Petition 
Randolph Building 
401 Dulany Street 
Alexandria, VA 22314 

PETITION FOR ACCESS OR COPIES PURSUANT TO 37 C.F.R. § 1.14(h) 

Petitioner eBay Inc. ("Petitioner"), by the undersigned, hereby petitions the U.S. 
Patent and Trademark Office ("Patent Office") pursuant to 37 C.F.R. § 1.14(h), 1 for 
access to or copies of pending U.S. Patent Application Serial No. 09/557,617, filed on 
April 25, 2000, by Thomas G. Woolston ("'617 divisional application"). This Petition 
has been served upon the Applicant, as evidenced by the attached Certificate of Service. 
The fee required by 37 C.F.R. § 1.17(g) is enclosed. 



01/12/2007 JADD01 09660016 89557617 
81 FC:1463 200. 



1 Rule 14 states in pertinent part that "[t]he Office, either sua sponte or on petition, may also 
provide access or copies of all or part of an application if necessary to carry out an Act of 
Congress or if warranted by other special circumstances." 37 C.F.R. § 1.14(h). 
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THE WOOLSTON PATENT APPLICATION FAMILY 

U.S. Patent Application No. 08/427,820 ("'820 application") was filed in the 
Patent Office on April 26, 1995, naming Thomas Woolston as its sole inventor. As set 
forth in the attached '820 family tree (Exhibit A), and as the Patent Office can confirm, 
the '820 application is the parent of a family of patent applications that includes the '617 
divisional application at issue in this Petition. Woolston assigned the rights to his 
claimed inventions to MercExchange, L.L.C. ("MercExchange"), a company which "does 
not practice its inventions and exists merely to license its patented technology to others." 
MercExchange, L.L.C. v. eBay Inc., 275 F. Supp. 2d 695, 712 (E.D. Va. 2003). 

Four of the applications in the '820 family issued as patents. Three of those 
patents are the subject of litigation between MercExchange and Petitioner. On 
September 26, 2001, MercExchange filed suit against Petitioner and other parties 
alleging, inter alia, infringement of U.S. Patent Nos. 6,202,051 ('"051"), 6,085,176 
('"176"), and 5,845,265 ('"265"). See MercExchange, L.L.C. v. eBay Inc., No. 2:01-736 
(E.D. Va.). After extensive discovery, the district court granted in part and denied in part 
Petitioner's motion for summary judgment as to the invalidity of the '051 patent, leaving 
only the '265 and '176 patents for trial. At the end of the trial, the jury concluded that 
Petitioner did not overcome the presumption that the '265 and '176 patents were valid 
and further determined that those patents had been infringed. In particular, the jury found 
that Petitioner had willfully infringed the '265 patent. On appeal, the Federal Circuit 
upheld the '265 infringement finding, invalidated the '176 patent, and reversed the 
District Court's denial of a permanent injunction against the Petitioner. MercExchange, 
L.L.C. v. eBay Inc., 401 F.3d 1323, 1326-30, 1338-39 (Fed. Cir. 2005). On May 15, 
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2006, the United States Supreme Court vacated the Federal Circuit's judgment and 
remanded the case for further proceedings. eBay Inc. v. MercExchange, L.L.C., 126 S. 
Ct. 1837 (2006). Following this decision, the case is now with the District Court for 
further consideration of the injunction issue. In addition, the Patent Office is currently 
reexamining all three patents ('051, c 176, and '265). 

The '617 application at issue in this Petition is a divisional application that claims 
§ 120 priority from Application Serial Nos.: 09/166,779; 08/554,704; and 08/427,820, 
the common family of the '051 and '176 patents asserted against the Petitioner. Because 
the issued patents claim priority to the '779, '704, and '820 applications, the file 
wrappers of these ancestral applications of the '617 divisional application are open for 
public inspection. See 37 C.F.R. § 1.14(a)(l)(iv), (v). Even though these ancestral 
applications of the '617 divisional application are open for public inspection, the file 
wrapper of the '617 divisional application is confidential. For the several reasons set 
forth below, the Petitioner respectfully requests access to or copies of the file wrapper of 
the '617 divisional application. 

THE DIRECTOR HAS BROAD DISCRETION TO 
GRANT ACCESS TO PENDING APPLICATIONS 

As a general matter, the Patent Office treats pending patent applications as 

confidential until they are published or patented. 35 U.S.C. § 122; 37 C.F.R. § 1.14. 

However, there are exceptions to this general tenet. For example, Title 35 U.S.C. § 122 

and 37 C.F.R. § 1.14(h) authorize the Patent Office, either sua sponte or on petition, to 

provide access to all or part of a pending application if such access is "necessary to carry 

out an Act of Congress" or is warranted by other "special circumstances." Id. Neither 35 
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U.S.C. § 122 nor 37 C.F.R. § 1.14(h) specifically define what constitutes sufficient 
"special circumstances," while the M.P.E.P. provides two examples of instances in which 
special circumstances "could be found," such as the applicant using the application to 
interfere with a competitor's business. 2 However, this list is not exclusive and the 
questions of what constitutes "special circumstances" for the purposes of this exception 
are left to the sound discretion of the Director. See 35 U.S.C. § 122; see also Irons and 
Sears v. Dann, 606 F.2d 1215, 1220 (D.C. Cir. 1979) ("The Patent Act simply is not a 
statute that requires nondisclosure in such a manner as to leave [n]o discretion on the 
issue.") (citation and internal quotations omitted). Petitioner respectfully submits that 
such "special circumstances" exist in this case and that access or copies should therefore 
be granted. 



2 The two examples are: (1) "where an applicant has relied upon his or her application as a means 
to interfere with a competitor's business or customers" and (2) "where an attorney or agent of 
record in an application in which a provisional double patenting rejection is made does not have 
power of attorney in the copending application having a common assignee or inventor." M.P.E.P. 
§ 103 (V) (citations omitted). However, there is no suggestion that this is an exclusive list. In In 
reBogese, 22 U.S.P.Q. 2d 1821, 1828 (Comm'r Pat. 1992), for example, the Commissioner noted 
that "continued failure to prosecute (e.g., respond to all the rejections set forth by the examiner) 
may be considered to be a special circumstance under 35 U.S.C. Section 122 that would cause the 
Commissioner to publish or otherwise make the subject matter of this application available to the 
public." 
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SEVERAL "SPECIAL CIRCUMSTANCES" 
WARRANT PETITIONER'S ACCESS IN THIS CASE 

1. 

Access Is Warranted Because Any 
Trade Secrets Contained In the 6 617 
Application Have Already Been Published 

In the Patent Office, application confidentiality is governed by 35 U.S.C. § 122: 

CONFIDENTIALITY. — Except as provided in subsection (b), 
applications for patents shall be kept in confidence by the 
Patent and Trademark Office and no information concerning 
the same given without authority of the applicant or owner 
unless necessary to carry out the provisions of an Act of 
Congress or in such special circumstances as may be 
determined by the Director. 

35 U.S.C. § 122(a). Section 122 was enacted in 1952 to codify a rule of secrecy that 

existed in the Patent Office for generations. See Sears v. Gottschalk, 502 F.2d 122, 127- 

29 (4th Cir. 1974). Regardless of whether patent protection is ever granted, the 

underlying policy of this practice of confidentiality has been to ensure that an inventor is 

able to maintain trade secret rights in his or her invention. As one commentator stated, 

"the primary objective of the U.S. system of secrecy is to preserve a trade secret for the 

inventor until the patent is issued." Paul A. Ragusa, Note: Eighteen Months to 

Publication: Should the United States Join Europe and Japan By Promptly Publishing 

Patent Applications?, 26 Geo. Wash. J. Int'l L. & ECON. 143, 148 (1992); see also 

Sears, 502 F.2d at 132 ("[0]ne of the purposes of the secrecy rule is to obviate the risk 

that, through publication, an applicant for a patent may lose rights arising under state 

trade secret law."); Lee Pharmaceuticals v. Kreps, 577 F.2d 610, 616 (9th Cir. 1978) 
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("The evident purpose of the confidentiality proviso is to prevent the patent laws from 
being frustrated by permitting inventors' discoveries to become public knowledge before 
a patent is secured.")- Thus, under these laws of confidentiality, "[i]f a potential licensee 
hopes to use the ideas ... he must deal with the inventor himself, unless the inventor 
chooses to publicize his ideas to the world at large." Id, (citation omitted). 

In the U.S. patent system, there is a tradeoff for an inventor — the inventor 
discloses an invention to the public, and thereby gives up trade secret protection, only to 
be given patent protection in return. If a patent is not granted and the application is 
abandoned, the inventor still has trade secret rights in the invention if the inventor has 
maintained the invention in secrecy. 3 

It is a basic legal tenet that trade secret protection is lost when a trade secret is 
published: 

[A] trade secret may be lost through disclosure occurring in 
advertising, trade circulars, or in an analogous manner. For 
example, if the owner of proprietary data permits it to be 
published for government procurement purposes, absent 
express contractual or statutory protection he will forfeit his 
proprietary rights. Disclosure in a technical publication of 
sufficient detail and sequence as to permit one skilled in the art 
to devise the subject matter would appear to terminate secrecy. 
For that matter, publication of secret matter by way of 
photographs in annual reports will constitute unprotected 
disclosure, notwithstanding that the reports are not addressed to 
a technical audience. 



3 As of November 29, 2000, patent applications are published at 18 months from filing unless the 
applicant requests otherwise and certifies to the Patent Office that it does not intend to pursue 
patent protection by filing an application in a foreign country, or under a multilateral international 
agreement, that requires publication of applications 18 months after filing. 35 U.S.C. § 122(b); 
37 C.F.R. § 1.213(a); see also M.P.E.P. § 901.03. Trade secret protection is, thus, still available 
for U.S. applicants by forgoing pursuit of foreign patent applications. 
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1 Roger M. Milgrim, Milgrim on Trade Secrets § 1.05 [2] (internal citations omitted); see 
also Milgrim § 1.03 ("[A] basis upon which to rule, as a matter of law, on the status of a 
claimed trade secret would be by some type of legally recognized 'publication' the result 
of which makes the claimed trade secret generally known or readily ascertainable."). 
Because trade secret protection is lost when a trade secret is published, the possibility of 
maintaining trade secret protection for any inventions in the '617 divisional application 
was lost when the specification of the '617 divisional application was published in 1998 
as U.S. Patent No. 5,845,265, as set forth below. 

The '617 application claims priority to and is a divisional of the '779 application, 
which, in turn, claims priority to and is a continuation of the '704 application. In 
accordance with 35 U.S.C. §120 and 37 C.F.R. § 1.78, the '617 application can only 
receive the priority date of the '779 and '704 applications if any of the claimed inventions 
in the '617 application were disclosed in the '779 and '704 applications. Moreover, 
because the '617 application is not identified as a continuation-in-part application, it 
should be identical to the common disclosure of the '779 and '704 patent applications. 
Because the '704 application issued and was published on December 1, 1998, as U.S. 
Patent No. 5,845,265 (asserted against Petitioner), any claimed inventions in the '617 
application that might have had trade secret status are now in the public domain, free for 
all to review. Thus when the '265 patent issued, the applicant gave up its rights to trade 
secret protection for anything described in the specification of the '617 application 
because that specification is identical to the specification of the '265 patent. The primary 
objective of the U.S. system of secrecy is to preserve a trade secret for the inventor if a 
patent does not issue. This primary objective was served during the time period between 
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the filing of the '820 application and the issuance of the '265 patent. Now that any trade 
secrets in the '617 application have been published, the objective of Section 122 is no 
longer served by maintaining the '617 application and its prosecution history in 
confidence. The Director should grant Petitioner access to or copies of the '617 file 
wrapper because any trade secrets contained in the '617 application were made public 
when the '265 patent issued. 

2. 

Access Is Warranted Because MercExchange 
Is Using Its Applications To Interfere 
With Petitioner's Business And Customers 

The M.P.E.P. specifically identifies the situation "where an applicant has relied 

upon his or her application as a means to interfere with a competitor's business or 

customers" as constituting "special circumstances" warranting access under 35 U.S.C. § 

122 and 37 C.F.R. § 1.14(h). See M.P.E.P. § 103 (V). Although MercExchange has been 

found to exist only to license its patents and therefore does not directly compete with 

eBay — or any other company for that matter, MercExchange has nonetheless attempted 

for years to use '617 application and its family to interfere with eBay's business and 

customers. This is evidenced by MercExchange' s: (1) agreement to sue eBay on "issued 

patents and granted patent applications;" (2) prior willingness to sue eBay on patent 

claims of questionable validity; (3) threatening representations to the media; and (4) 

statements made during prosecution of patent claims in the family of the '617 application. 

As discussed below, these activities constitute "special circumstances" that warrant 

access under 35 U.S.C. § 122 and 37 C.F.R. § 1.14(h). 
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eBay launched its web site in September of 1995. Two months after eBay's 
public launch, MercExchange filed the '704 continuation-in-part application, which 
expanded the description of the '820 parent application. As eBay gained popularity, 
MercExchange took notice of eBay's success and added new claims, specifically directed 
at eBay, to applications in the family of the '617 application. MercExchange then 
executed a "Patent Enforcement Agreement" with Aden Enterprises to enforce its "issued 
patents or granted patent applications" against eBay. See Exhibit B (S.Ct. JA 143-145: 
Patent Enforcement Agreement By and Between MercExchange, L.L.C. and Aden 
Enterprises, Inc.). Because MercExchange' s agreement specifically targeted eBay as a 
defendant and addressed issued patents and patent applications, it unequivocally 
demonstrates MercExchange' s intent to use the patent family, including the '617 
application, to interfere with eBay's business and customers. On this basis alone, the 
Director is more than justified in granting Petitioner access to or copies of the '617 file 
wrapper. 

Further, MercExchange' s interference with eBay did not end, but rather started 
with the signing of the Patent Enforcement Agreement. After agreeing to sue eBay based 
on its patents and granted applications, MercExchange contacted eBay under the guise of 
offering to assist eBay with another dispute. Exhibit C (S.Ct. JA 307, 310-1 1); Exhibit D 
(S.Ct JA 588-89); Exhibit E (S.Ct. JA 669-70); Exhibit F (S.Ct. JA 671-75); Exhibit G 
(S.Ct. JA 688-89); Exhibit H (S.Ct. JA 742-45); Exhibit I (S.Ct. JA 133-36); Exhibit B 
(S.Ct. JA 143-45). The parties met in June 2000 and MercExchange carefully avoided 
suggesting that eBay infringed its patents. Exhibit J (S.Ct. JA 681-82). Despite this, 
MercExchange held true to its prior agreement and sued Petitioner in September 2001. 
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MercExchange is currently interfering with Petitioner's business by asserting three issued 
patents in the '617 application's family against Petitioner. Petitioner has spent the past 
five years defending itself in federal court against one patent (476) that the Federal 
Circuit invalidated and two others ('051 and c 265) that are currently subject to rejections 
in reexamination. MercExchange' s demonstrated willingness to sue eBay in accordance 
with its prior agreement evidences MercExchange 5 s intent to use its patent family to 
interfere with eBay's business and customers. 

Not only does MercExchange' s continued enforcement of patents in the family of 
the '617 application interfere with Petitioner's business, MercExchange 's continued 
pursuit of pending patent applications in the family of the asserted patents is also a threat 
to Petitioner's business and customers. Subsequent to filing suit against eBay on the 
'051, c 176, and '265 patents, MercExchange represented to the media that its pending 
patent applications were a strategic threat to eBay and its customers. Exhibit K (Anitha 
Reddy, Ruling Prompts EBay To Revise Earnings, Wash. POST, Aug. 12, 2003 at EOS 
("Woolston also said that he is confident MercExchange will eventually be able to sue 
eBay for infringing a patent related to online auction technology.")). 4 Based on 
MercExchange 's prior agreement to sue eBay on "granted patent applications" and 
statements made to the press subsequent to filing suit against eBay, it is clear that 
MercExchange plans to continue using its pending applications as a means to interfere 
with Petitioner's business. As such, the Patent Office should grant Petitioner access to 

4 See also Exhibit L (Kevin Kelleher, eBay Must Relitigate Patent Injunction, THE STREET.COM, 
Mar. 16, 2005 available at http://www.thestreet.com/_tscs/tech/internet/10213583.html ("The 
appeals court drove a stake through the heart of eBay's claims' said Woolston .... Asked if 
MercExchange would license its technology to eBay, Woolston gave an emphatic no. e I don't 
give a damn about what eBay does next,' he says.") (emphasis added)). 



10 



Application No.: 09/557,617 



the '617 application so that Petitioner can better address this current and future 
interference with its business. 

Lastly, consistent with its prior agreement to sue eBay on granted patent 
applications, MercExchange has made representations to the Patent Office during 
prosecution that evidence its intent to pursue claims that cover eBay's business model. 5 
In view of the foregoing it is eminently reasonable for the Petitioner to expect 
MercExchange to file additional, unwarranted suits in the event that the Patent Office 
decides to issue additional patents to MercExchange. Petitioner would like to avoid any 
future, improper allegations of infringement before it occurs. Without access to the '617 
application, Petitioner may be unable to do so and will continue to suffer undue 
interference from MercExchange. 

3. 

The Patent Office Can Employ Protective 
Measures As Necessary To Narrow The Disclosure 

Finally, this Petition does not seek access to any trade secret, proprietary, or 

protective order materials that, however unlikely, MercExchange might have submitted to 

the Patent Office during prosecution of the c 617 application. However, if necessary, the 



5 For example, in its Declaration and Supplemental Declaration filed under 37 C.F.R. § 1.132 
during the prosecution of the '820 application and its later Complaint filed under 35 U.S.C. § 145, 
MercExchange likens its invention to eBay's sales system when it cites eBay's commercial 
success as evidence of the long felt need for its invention. Exhibit M (Declaration Under 37 
C.F.R. 1 .132 at TJ1 8 (citing eBay's Trailblazer Award win for its online auction model as evidence 
that . . the claimed invention has met with great commercial success and acclaim."); 
Supplemental Declaration Under 37 C.F.R. 1.132 at ^4 ("The claimed invention's electronic 
market for used and collectable goods aspect has achieved great commercial success . . . 
'Together, OnSale and eBay sold more than $250 million in products in 1997 and expect to 
significantly contribute to the $1 billion projected for 1998 online auction purchases."') (citation 
omitted)). 
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Patent Office should use its discretion to fashion "protective, measures" to limit the 
disclosure of any trade secret, proprietary, or protective order materials submitted during 
prosecution of the '617 divisional application, to the extent necessary. Ideal Toy Corp. v. 
Tyco Indus., Inc., 478 F. Supp. 1191, 1193 (D. Del. 1979) ("Disclosure of file wrappers 
of pending and abandoned patent applications should be ordered when the necessity for 
disclosure outweighs the desirability of maintaining secrecy of data in the file wrapper, 
especially if protective measures can be fashioned to minimize intrusion or to prevent 
excessive dissemination of revealed material."). 

In fact, the established procedures of the Patent Office already safeguard 
confidential information of this nature. See, e.g., M.P.E.P. § 724.01 ("The procedures set 
forth in the [M.P.E.P.] sections are designed to enable the Office to ensure as complete a 
file wrapper as possible while preventing unnecessary public disclosure of trade secrets, 
proprietary material, and protective order material."); see also M.P.E.P. § 724.02 
(detailing the method a party should use to submit trade secret, proprietary, and/or 
protective order materials to the Office); M.P.E.P. § 724.04 (covering Patent Office 
treatment and handling of trade secret, proprietary, and/or protective order materials); 37 
C.F.R. § 102.9 (procedures to ensure that confidential or privileged trade secrets and 
commercial or financial information submitted by an applicant are exempt from public 
disclosure as required by the Freedom of Information Act (FOIA), 5 U.S.C. § 552(b)(4)). 
Thus, the Patent Office already has the authority and procedures to establish any 
necessary limitations on access to the '617 divisional application in order to protect any 
trade secret, proprietary, or protective order materials that may have been disclosed in the 
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application. Petitioner is obviously willing to accept any such appropriate limitation as 
long as its interest in protecting against the applicant's actions can be addressed. 

For the foregoing reasons, Petitioner respectfully requests that the Director grant 
Petitioner access to the '617 divisional application pursuant to 35 U.S.C § 122 and 37 
C.F.R. § 1.14(h). 

Respectfully submitted, 

Dated: January 11, 2007 




2145 Hamilton Avenue 
San Jose, CA 95125 
(408) 376-7500 
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Certificate of Service 



I hereby certify that on this 1 1th day of January, 2007, 1 caused a true and correct copy of 
the foregoing PETITION FOR A CCESS OR COPIES PURSUANT TO 37 C.F.R. § 
1. 14(h) to be served via mail to the following: 



John C. Phillips, Esq. 
Fish & Richardson, P.C. 
12390 El CaminoReal 
San Diego, C A 92130 
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Search results as of: 01-11-2007::10:15:22 E.T. 

Parent Continuity Data 

Description Parent Number Parent Filing or 371(c) Date Parent Status Patent Number 

No Parent Continuity Data Found. 
Child Continuity Data 

08/554,704 filed on 11-07-1995 which is Patented claims the benefit of 08/427,820 
09/166,779 filed on 10-06-1998 which is Pending claims the benefit of 08/427,820 
09/203,286 filed on 12-01-1998 which is Pending claims the benefit of 08/427,820 
09/253,014 filed on 02-19-1999 which is Pending claims the benefit of 08/427,820 
09/253,015 filed on 02-19-1999 which is Abandoned claims the benefit of 08/427,820 
09/253,021 filed on 02-19-1999 which is Patented claims the benefit of 08/427,820 
09/253,057 filed on 02-19-1999 which is Patented claims the benefit of 08/427,820 
09/264,573 filed on 03-08-1999 which is Patented claims the benefit of 08/427,820 
09/418,564 filed on 10-15-1999 which is Abandoned claims the benefit of 08/427,820 
09/556,653 filed on 04-24-2000 which is Abandoned claims the benefit of 08/427,820 
09/557,617 filed on 04-25-2000 which is Pending claims the benefit of 08/427,820 
09/644,857 filed on 08-24-2000 which is Abandoned claims the benefit of 08/427,820 
09/670,561 filed on 09-27-2000 which is Abandoned claims the benefit of 08/427,820 
09/670,562 filed on 09-27-2000 which is Pending claims the benefit of 08/427,820 
09/779,551 filed on 02-09-2001 which is Pending claims the benefit of 08/427,820 
10/740,151 filed on 12-17-2003 which is Pending claims the benefit of 08/427,820 
10/824,322 filed on 04-13-2004 which is Pending claims the benefit of 08/427,820 
90/006,956 filed on 03-08-2004 which is Pending claims the benefit of 08/427,820 
90/006,957 filed on 03-08-2004 which is Pending claims the benefit of 08/427,820 
90/006,984 filed on 03-29-2004 which is Pending claims the benefit of 08/427,820 
90/008,362 filed on - which is Pending claims the benefit of 08/427,820 
PCT/US96/06205 filed on 04-26-1996 which is Pending claims the benefit of 08/427,820 
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EXHIBIT B 

eBay Inc. v. MercExchange L.L.C.-S.Ct. J A 143-145 
Patent Enforcement Agreement Between MercExchange and Aden Enterprises 
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PATENT ENFORCEM ENT AGREEM ENT BY AND 
BETW EEN M ERCEX CHANGE, I, L C . 
AND ADEN ENTER PR EES, ]NC . 

W H ER EAS , M aitExrtiange, LL C . <?M ocE xdiarie") 
believe that it. has clain s -arkarj under the patmt lav sof the 
United States .-against osxtacn *airfrips w hose pioiicts amd-or 
eervtes iindrrje iajed patents orgtsntBl patent ^ltotbns 
("theM ett£x<:ftangePc*mt^);.3nd 

W HEREAS.AtienEntBipifes, 5ic. t^dai") has aa^uiiBd 
an irxOjhdve tanse w itixh a fen of uas under the M eac- 
Exchange Patents, and oeuaii add±bnal license rghte pur- 
suant to an Optcti Agtsen ent oitetBd ito as of January 7, 
2 00 0 , by- and fcetw eai A -dsn and M ^nExchange ; .and 

W HEREAS, Aden lias .an equiy awnerdiip irtEoagt ii 
M eicExchange pursuant to a Capial Ccmmon -and Sate 
AgisHneit-HiteiEd ±atr> as of Oct.30, 1999 and 

W HEREAS, M.etc£xchange .and Acten, theielbte, have 
con m an , annual and aite^tantial ihtEaeete xi the *ailbiGan ait. 
of the M einfixchange PatHHt3, and rtesite to aitooe tneir 
t^epectire rights agaiist one orm oib Thfrhgrrj Partes ( n <3i- 
fc>rortn~nt piDosedrgsr), inclidiig any possfcte Iraisdhg 
ttrtttem ait, ocm pxxa i£e or legating and 

NOW , thetefcae, £>r good and valuable acnaiieiatrgi, 
lecejptofwhrh iaha^actax^lsc^d.M ocExerusnqe and 
A <;ten agiee as folbw s 

1. U litem othow agtsed to ri w t±r*g, the iiftnngirj p>atty 
lefeued to heiEdh, and the sub^x of the aifcicen ait pio- 
oeediigs, is^Bay, Sic. ttie « Infringing Patty"), a California. 
aDipoiatibn, ainaiQy ii the Uisreag of conducting onlte 
wxoTBatwvw *bayoom .ThijagiBan aitcteenotappVto 
*iy other :hnriger,poi^^ patty. 

2. Adai and M ejc£xctiange hei^by agiee to shaie in the 
cctfB and expeiseeof any *aut>i03n antpKxsaih^ iT^idng 
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the M etcExchange Patents agaiist ihe ^ttixprrr Party, w ih 
Aden payhg iiine-tEiitiis fyAOths) of those costs and 
-^sxpenees and M eir^xdiange payrtg one-t=nth a A Oth) of the 
ac*ts and exp-erihte, :ajt>^ct to the tenti & and corxttbns of a 
R^pieaantation A<:pMn -aitE-iei into ty ^id fc^tweai 
Hunton & W iTtiam s, M ercfixchange and A dsn, and attched 
hereto as ExhbAiA . 

3 . Aden and M eirExciiange, consistent w ih their mutual 
iitHEet in aitbrckig the M *ac£xchange patmte, agree to 
share jh the proceeds of any recovery agachst the Sifmgiig 
Pany, whether ty Ikiaise, £©tt3flnent,acm prom ise, jjdgn at, 
aw aid or contact under the £>Ifcw hg schedufe: A dsn w ill 
receive 22% $w enty-tw o percait) of any rsooveay , but oruy 
alter actual attorney's fees jnamsri ii the aifiDraan ait 
piDoeediigs are pail ri iiU to counsel £>r M eroExchange 
pursuant to the P. ^piesaitstbn Agreemait 'but befcie any 
"sioaeas foctor* paid under that acp&anentt, with M ero- 
Excfcange to receive the fcafanoe of any recovery, or 7&% 
i^cnti-' -eight peromti of the proceeds. 

4 . A den agrees thatM ercExchange has the fixILand unilateral 
Aithodly tr: at^tJeorrotaet^ a 
part of the enfcroan ent prcxeadings agairat the Thfrrrjiyj 
Party under this agreem ait. M ercExchange, however, agrees 
to confer with Aden before entBrhg xito any eetffemait 
agreem eit. 

5 . A den at tl M ^rtr Exchange aeknow fcjge that patent l±i- 
gaobn can be an unoaiajn and tin e conaxn ing endeavor; and 
there can be no assurance of a ravorsbte outoom e nom any 
enfcucem entpioceedings contan pJatsd hereunder. 

6. A«1en .and M ereKxdiange farther agree that the fijixte 
advanced under this agi&an *ait are unaecurei and that any 
recovery can on V <xm e torn the proceeds of the ailbroan ent 
procsedrrpg agatec the mtangtoq Party, and that no lien 
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against M eir£xctang3 or Aden, their m ^hii beis, officers or 
•iUECtois can arte ficm this agiean -nt. 

7 . The paitiee fiiofluer agree that any dispute that m ay arias 
ficm this acpean *3Tt shall be aibjEet to birdiig aibitration 
pursuant to the miss of the Am erbari A rbiiatiai A aaocittbn. 
Aibioatbn of any* -Tliapute arising Ivaeiineier ;^bIL be 
comriucted at a mutual^ acpaed up^n rx^£±>n ii A tesarrira, 
V irgirra. 

???? Thi3agiBaT\QitiBaLi)^cCtD the law sand >udeirrtaof 
the Ccni m cm ealh of V -ngfriia . 

9. mis AgiBan 3it m ay be executed ii pass and vb fee- 
son ils cfevre. 

Adai EntE*prisee, Ihc . 

;WH iciiaelS.Luther 
M thahlS .Luther 
PissrJaTC and C 1 def Exeautfc/e O ffber 



M eK*Exchange,LLC 

ThomasG .W golston 
M anagiigM an bar 
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EXHIBIT C 

eBay Inc. v. MercExchange L.L.C.-USSC JA 310-11 
Excerpt From eBay's Memorandum in Support of eBay and Halfcom's Motion in Limine 

No. 2 



1'J THE UN IT ED STATES D JSTR IT COURT 
FO R TH E EA STEP. N D KTR XT O F V FO U R 
NORFOLK DWECH 



C i^ilAiitXin Ho. 2 .-01cv7jio 
M EP.cEx chance, LLC 

Pl*:htif£ 

eBay, lie ..Half Com , lie at*3 
Return Buy ,Ifcc .,Penn^VaiiaCoipoiza±in, 

D e^idantB. 

MEMORANDUM W SUPPORT OF 
EBAY AND HALF COM 'S M OTDN K LIM KE No. 2: 



M OTDN TO EX CLU D E EV D EN CE O F 
M ER CE X CH AN'jE'S SELF-DEAL 3N G L r EN SE 
"AGREEM ENTS" W ITH ADEN ENTER PR EES, 
LEFTBD COM ,AND WAV LET COM AS PROOF OP 
V ALD ITY AND DAMAGES." 



FILED UNDER SEAL 
TH IS DO CUM EN T CONTA IN S M ATER 1AL THAT HAS 
BEEN DESIGNATED CONFIDENTIAL IN TH 35 
ACTDN RESTRICTED DOCUM ENT- FILE SU BJECT TO 
COURT ORDER .THE PAPERS DENTFIED ABOVE 
AND CONTA WED IN TH IS ENVELOPE HAVE BEEN 
DESIGNATED AS CONP3D ENTIAL M ATER IA LS ,ARE 
SUBJECT TO A PROTECTIVE ORDER KSUED BY 

THE COURT, AND MAY NOT BE EXAM 3HED, 
D EPLA Y ED , REVEALED , OR CO PIED EXCEPT BY 
THE COURT, OR PURSUANTTO COURT O RD ER . 
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♦ Thiid, the p-tipoitEd Itensee wets sagneil afcer M r. 
W cotton-- a patent attorney w im miLKnow ledge of 
hew iid±igan€iiCcifmi<^geeaiecai:iA3at^ tssafrea 
to sue eBay. In feet, one of the n agi£em entsC w as 
•airsied cnV alter M eicExchatxje Aden cai- 
ttactEd to hliaiB in the pocoseds 6cm the present 
a lit- N ot aupmkftr, M ejefixchange now relies 
on thete purported agrsan tnts and their aitifciaQy 
iifkated term saathe amterpiaaa of is dam ages easel 

D espite these undisputed tacte, M aicExchange plans to offer 
the agr=*maitB as ^jgocrve eviaaioe" that the patents-ii- 
aiirare vatia, .aid reliesupon than as a baas rbr catalatkxj 
the :1am ages it seeks. The .sgrson ente cany no probative 
valie on eiho: point; and in^sad m ay coniiae the juy .aid 
have an unduly piH>xticial effect. Lice Hie than Rerun iBuy 
rt ::t:»nfeHm" ami It^se D eJ^Tdants' M oticn ii Lin iie 
No. T), tfje *A*:ten femiy agiean aits aie m arui£*ctui£d 
evxknoe, w ith litigation in m iid. Thus, the Coon: ^xurl <3c- 
cl*.1e .aiy reliance <:n the Aden, M avlrt, arrl Len±>jti taiiset? 
asprcof of valihiy ordan .^e. 

H. BACKGROUND . 

A . M r. W oolstcn was a h^i-isrOchg executke ^nd 
oo -owner of Aden, Navlet, Le£bi}, and M eic- 
Exciiange. 

fii IS95, P iene 0 m i3yar, an ^T^heer, and Thorn as W ool- 
stcn, a patent lawyer, had tw o tundan mtalV diffeait view s 
of how to am an MsrnetbufirieeB. O ver several m onths, M r. 
W colEten spent his spare tin e w riting a patent applracbn 
■rtecxbiig a oum beiscm e trusted ritejn ediay eystnn . ti Iras 
than a w eek , M r. O m rtyarw rote the tonw are fbr a pvriscn-tD- 
peraai auction svHtHn thsfcbecamesBay. Jh Woven fcer 1999, 
asMr.Om rtyar's system w as grow ing in popularity, W ool- 
Htrn KwtDte and retried hij atpiration with the Patent 
O ffioe. 
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W hite M r. O m Hy^tT s perEon-to-peiaai aiictbn -.stoe w .is 
becoming one of the world's meet Expected e-ccm metre 
fcusfeT cana , W cotton attHn ptBi to pailnerw j£h M C I w orxl- 
Ocm } M cFar3ancl DecL Ex. 1 'e-mail ton T. W oolaai ro 
R .SmihatM CI Osn. 15, 199-5})). 

W orUCcm t&i=ctBa W ooltton's picposaL, as di* a a-rts of 
v^jituie cspitalietB, navel agexnee, w <:tevekpers, antique 
<3aakrs, ait letaifcis, G aotpe M aaxi U nzreizity . See ( eg., 
M cFarfend DecL Exs. 2^1 -Letters ton T. W oolston to 
W aehi^tcn Antrjue Center 'Done l, 1998); £> W avetarc, 
LLC, CLme 20, 1997); aid Geoige M aacai Uni'eisity' Nov. 
14,1997}). 

fii early 1999, M r. W ooMon and his ocmpany, M er- 
Excteaxje, tralfy m*.mcX a partner si M xhaal Luther and his 
company. Aden EntEapiiass, an Omaha, Nebraska hoUhq 
got pany . M r. W cottm and M r. Luther enteed iitr> an 
acpean ent tturAicJi which Acten aid M eicfixj^tange cfotained 
tw erfly-fi/e and trn pendent ow nec^rqp iitEt£s3B ii cne an- 
other. M cfarland Decl Ex. 5 "Letter ton M . Luther to T. 
W oottrn Oan.19, 1999))). 

Aden and M ^Exchange plained tr> aie ^Bay, irfcm ataty 
entering a ^Patent Enft>K>3nent AgiEenenr to piit^* frmd, 
and -<£ixt& ±i any iBDov-gy ton , any patant inrrixjan ent 
actim agarieteBay. M cFarteaidDecLEx.6 PatHitEnfoice- 
m ait Agisan ►aitby aid tetw een M err^xchangg, LLC. and 
A dai EnrBipreee, ]hc .) ) . 

TheEsaflEr, Aden fcim ed two air^acbary dot-ccm com pa- 
rries, Leflkil and N avtet, ctsatinq the "Aden Para fly" ofcctn- 
paroEB, ixLbdjhg: a) A<:U=n Enterprises, 2) Leflfciirrni , 0) 
Navletaoan , and 4) M eieExchange. Few of the iidi/iiiials 
dnvoi^d i.indeisccod the ''ndbulxijsr w <=b of ccm paniee, and 



* W" ortlcan '3 too abxvyrfiil hjatcr/ may te svlsved at www . 
•* cjjVrm i^Dckfiau3 ccm and v w v .wctkixm -3n rQov^edaw au±ij:m . 
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EXHIBIT D 

eBay Inc. v. Merc-Exchange L.L.C.-S.Ct. JA 588-89 
Excerpt From The Trial-Opening Argument of eBay (April 24, 2003) 



5SS 

government. That you can get a patent, but the only way you 
can get a patent is if you describe how to build it. You have to 
reach those of ordinary skill m the art how to build this new 
Thing that you liave now created. Mr. Woolston didn't do 

[292] Goodwill or Salvation Army on your own. some old 
clothes or something like that and go down and deliver it, 
would you then say that — and someone came in and bought 3 
pair of jeans fox two bucks or something like that, would you 
say that the Salvation Army and Goodwill searched your 
home for those jeans that particular item? No, you wouldn't. 
Well, that s whars happening m this case. 

Half.com is provided a host of information by third parties. 
Third parties deliver to Half com information. Half.com takes 
•hat and puts it in their database, okay and then a user comes 
along and says." I'd like an AM-'FM radio. Half corn says. 
Here it is. it s m my database, there you go. Has Haif.com 
conducted a search of a plurality of these other databases for 
:har item? No. of course not. Just like the Salvation Army or 
Goodwill didn't do a search of your house for those pair of 
jeans that you dropped off with dresses and other things 
They didn't do a search of your house. It s just not the same 
thing. It s completely different .And that s going to be an 
issue that yen will decide in this case. 

There was a mention about a meeting between eBay and 
MercExchange. MercExchange approached eBay and wanted 
to there was a lawsuit going cn between eBay and another 
company called 3idders Edge, and it was over whether or not 
Bidders Edge could search eBay s site, and eBay said no. we 
don't want "you searching our site, you are cloggmg our 
network. 

[293] So there was a lawsuit between eBay and Bidders Edge, 
and MercExchange heard about it. And MercExchange came 
to eBay and said. hey. maybe we can swap. You know. 
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maybe you can take this ' 1 76 patent. It will help ycu out in 
that lawsuit. 

There is a gentleman named Mr. Plullips who is Mr. 
Woolstou s friend He's an attorney. He s a co-owner of 
MercExchange. and he also happened to be an old classmate 
of someone that worked at eBay. So he called This guy up at 
eBay and >aid_ hey. we've got a parent, maybe we could help 
you out with tins Bidders Edge case. And there is some 
correspondence between MercExchange and e3ay about 
that. ThaT call and rhat communication rook place between 
eBay and MercExchange before any communications with 
the lawyers. 

Mr. Woolston testified in bis deposition that wh3t he 
wanted to do with respect to that meeting was he wanted to 
horse trade. He thought that maybe he could pro\nde some 
intellectual property rights to eBay and rhat eBay would 
provide some intellectual property rights to him, to allow him 
access to eBay s site or something like that. 3ut he clearly 
understood that that eBay-3idders Edge decision was about 
whether or not third parries could come onto your Web site. 
;.ud he liad a parent that he thought allowed that, and so he 
wanted to discuss that. 

At the tune of this meeting — a couple of things 
***** 

[304] Q. Do you have any children? 

A. Yes. I have a daughter, Georgia. She's almost 

THE COURT: Mr Woolston, I think if you move the mic 
back you might be able to sit back and be more comfortable. 
I don't know, it j up to you. But you re kind of sirring there at 
the edge. So however you want to do it, dial s tine. 

THE WITNESS: That s better. 
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EXHIBIT E 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 669-70 
Excerpt From the Trial-Testimony of Woolston (April 25, 2003) 



669 

Q Well, in the complaint you stared that LeftBid has 
breached the LeftBid license by. inter alia, which means 
among other things, failing to pay royalties, failing to 
maintain reports of gross transactions and fading to comply 
with the nexus requirement of the LeftBid license, right? 

A. Is that rhe letter I wrote to them terminating the 
license? 

Q. I'm t niking about the complaint. Paragraph 25. 
A. I would need to see it. 

MR. RANDALL: I'll accept a stipulation if — I [57S] mean 

MR. S TILLMAN: Sure. Anything 
THE COURT: Okay. 
MR. RANDALL: Weil Your Honor— 
BY MR. RANDALL: 

Q. Your counsel has just stipulated that one of the 
reasons why you sued LeftBid, as stated in your complaint, 
was that they failed ro satisfy this nexus requirement of die 
LeftBid license. 

A. Right. They were not building the '265 or the 176 
patented system, they were building their own. they were 
building a live bidding system that had nothing to do with the 
patent 

Q. And you believe they were required to build the 
1 76 or the 265 system under that license agreement, right? 

A. The hcense required them ro do it. but you couldn't, 
you, I couldn't make LeftBid do it. LeftBid had its own 
business. It was doing its own niche. It was pursuing — 

Q. In January of 2000 you entered into an agreement 
between MercExchange and Aden to jointly fluid and share 
the proceeds of a lawsuit against eBay, correct? 

A. What's the date? 

Q January 7. 2000. 
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A. Tliat sounds about like rlie time we were gouiiz [579] 
Through ro enforce :he patents, yes. 

Q. Well you actually formed an agreement. Ycu entered 
into an agreement with — 

A. Aden. Yes. I aeree. 

Q. Right 0 

A. Yes. 

Q. In January of 2000. MescDtchange and Aden entered 
into an agreement to share the costs and share the proceeds — 

MR. STTLLMAN: That's rhe tlnrd tune he's asked that 
question. 

THE COURT: It is. Just go on. Mr. Randall, please. 
BY MR RANDALL: 

Q. Okay. Do you believe that eBay infringed at that tune, 
in January of 2000? 

A. The parent we were going to enforce against eBav in 
January 2000 had not yet issued We had received an 
indication from the Patenr Office it was going ro issue. That 
was rhe 051 patenr that evenmally issued as the 051 patent. 
Yes. that they infringed that patent that subsequently issued, 
and we believed eBay infringed it. 

THE COURT: Next question? 

MR. RANDALL: Okay. 

BY MR. RANDALL: 

[5 SO] Q. TTiat patent' s not in this lawsuit, is it. sir° 
A. No. 

Q. -After you left the Aden family of companies you tried 
ro sell vour patents, correct? 
A. Yes. 

Q. You tried ro sell them to Auction Watch, correct? 
A. No. 

Q. Did you ever send a letter ro AuctionWarch asking 
them to negotiate some son of an arrangement with you? 
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EXHIBIT F 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 671-75 
Excerpt From the Trial-Testimony of Woolston (April 25, 2003) 
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A, Yes. I thuik we did. 

Q. And nothing happened ro that ndit' 7 No agreement 
was reached? 
A. No. 

Q. Okay. And you alio seiu vow patents to MySimcn. 
correct? 
A. No. 

Q. AiicttonWarch didn't buy vour patent, did they 7 
A. No. 

Q. They didn t license them? 
A. No. 

Q. You never sent a nonce letter of any sort to 
MvSixnoa? 
A. No. 

Q. How about DealTmie. did you ever vend any of your 
paten! to DealTune? 
[SSI] A. No. 

Q. How about Bidder* s Edge, did you ever send your 
patents to Bidder ~s Edge** 

A. I called the principal of 3i dder s Edge. 

Q. And they didn't buy or license your patents either, 
correct? 

A. They'd been put out of business by eBay. 

Q. They didn t buv vour license vour patents, did thev? 

A. No. 

Q. In the spring of 1000 when you were working at 
Navlet, you were working on a system that would crawl other 
web sites, correct? 

A. It was a lot more complicated than that. 

Q. WelL when I say — do you understand what I mean 
when I sav "crawl a website '? 

A. No. 

Q. Okay. You were workmg on a system ar Navler that 
would allow it to enter another company > website and 
retrieve irifonuation. correct? 

A Among other things, yes 



F-2 



Q. .Aiid you wanted at that time, m the spnng of 2000. 
:he Xavlet iysTein to be able to enter eBay 's website and 
extract mfeniiaricn. lisht? 

A. Yes. 

[5S'2] Q. And you knew that eBay and Bidder's Edge were 
involved ixi a bwsuu. right? 
A. Yes. 

Q. You knew that eBay was trying to keep Bidder' s Edse 
from entering eBay's website and extracting information, 
nahl? 
~A. Yes 

Q. And you thought what Bidder s Edge was douig was 
covered bv your patent, vour 176 patent right? 
A. Yes. 

Q. Your buyer, John Phillips, approached eBay and rold 
eBay that perhaps it could use your patent against Bidder" s 
Edge in the lawsuit, right? 

A. I don't know if that was the approach. What I know is 
that Mr. Phillips was put into conract w:th 

Mr. Monahaa and Bren Healy — I believe he's iittmg over 
There — about potentially buying rhe 176 patent, ves. 

Q. You ivere sitting — you were there ivlnle Mr. Phillips 
was deposed, correct"' 

A. Yes. 

Q. hi this case? 

A. Yes. 

Q. You sat through the deposinon and watched it. nshr* 
A. Yes. 
[5 S3] Q. Take anv notes? 
A. Xo. 

Q. Okay. Do you remember Mr. Phil hps testifying that 
he initiated contact with eBay, specifically he ccntacred an 
ex -classmate Todd C ohen. Do \-cu recall that testimony 0 

A. Yes. Tcdd Cohen and Joim PhiUips went to law 
school together. 

Q. All right. .And do you recall Mr. Phillips testifying 
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that, in fact, he contacted Mr. Cohen and talked to hun about 
the Bidder" s Edge case? 

A. No. but Thar makes sense. 

0- You don i recall that testimony** 

A. No. 

Q. Do you recall the testimony from Mr. Phillips that, 
that he contacted Mr. C ohen at eBay before there was any 
contact between eBay s lawyers and Merc Exchange"* 

.A Yes. That makes perfect sense, because the 176 pa- 
tent had not issued at the rime, so Mr. Mouahan and Mr. 
Handier would have no reason to contact us unless they knew 
about it. So they knew about it from somewhere, and it hadn't 
issued \et. So they must have known about it from — 

Q. _AJ1 right. So the first contact between MercExchange 
and eBay relating in any way to your patents was Mr. Plumps 
contacting eBay and talking to Mr. Cohen. [5S4j his farmer 
classmate, about this Bidder's Edge case, right? 

A. Yes. And then — 

Q. But— 

A. — the way I understood at the rime, then we got 
contacted by eBay tliat said they were interested m buying the 
patents. 

Q. I wasn 'r askzus you about that. I was ;ust asking about 
the initial contact. 

3m at the rime Mr. Phillips contacted eBay, be didn't 
mention amthing about any alleged infringement by eBay, 

nsht'** 

A. I don r know what he said. 

Q. Well, you were sitting in mere m his deposition? 

A. I don i think he said he recalled what he said 1 don't 
recall what he iaid in his deposition. 

MR. RANDALL; Your Honor, may I refresh his recol- 
lection with respect to chat issue- It's an important issue in 
rhis case, and I" ve just got a couple clips to plav. 
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THE COURT: No. I don't think thai"* appropriate to show 
another person's deposition to refresh his deposition about 
what he said m the depo&irion. 

MR RANDALL: But he was there. 

THE COL"RT: I know he was chere. but . . . 

MR. RANDALL: Okay. 

[5S5] BY MR RANDALL: 

Q. Do you recail that yesterday you testified that, be- 
cause eBay knew what your patent application numbers were, 
that somehow they must nave done their homework? 

A. Yes. 

Q. Do vou recall that? 
A. Yes" 

Q. .And you suggested that perhaps they had found this 
foreign patent application of yours; is thar right? 

A. They must have found the license agreement we had 
with Aden off of EDGAR because they had our serial 
numbers. Our foreign application wouldn't liave our patent 
application serial numbers. 

Q. Well, you're a patent lawyer. You understand that you 
rm get related patent application numbers from the Patent 
.md Trademark Office, right? 

A. No I ra not an expert on Patent Office procedures, 
and I don t believe that s true. 

Q. You don't, you don't know that you can contact the 
Patent and Trademark Office and go on their web site and 
find out what ihe related patent application numbers are? 
Ncrhine else, just the numbers ? 

A. No. 

Q. .And you didn't know that yesterday when you 
suggested diat maybe we. that eBay found out about these 
[586] numbers through some other means, right? 

A. Maybe they did. 
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THE COURT: Good time to Take a break? 
MR RANDALL: Sure. 
* Jury left :he courtroom.) 

THE COURT: How yon doing. Mr. Randall 0 Are we going 
to fimsh? 

MR RANDALL: Probably not. 3m certainty rhe . majority 
of what Tve got by today, and maybe just a short, short 
examination on Monday morning. Bur I'm . . . 

THE COURT; Okay. It's your case. 

MR. STELLA-LAN: I know this is a waste of time, but Ive 
got a big problem. Mr. Randall called me, left a voice mail 
last night, and I'm not criticizing, because I understand these 
things are difficult to plan, but said that he thought lie d be 
trashed by lunch or shortly after lunch, and we brought our 
expert witness m this afremoon who cannot be here on 
Monday. Is there any chance that we could put hmi oil — he's 
a short w itness — out of order !* 

MR. RANDALL: Your Honor, wliat I said— 

Mr. Snllman asked me yesterday - 

THE COURT: I can't hear you. 

MR RANDALL: I'm sorry. 

Mr. Snllman asked me yesterday if I was going to take the 
fall day today. .And originally i said yes. I think 
* * * * 

[5S9] jurors about the Friday traffic. .And Mr. Stillman lives 
in this area, as some of the other lawyers do, but Mr. Randall 
you don't, and this is an extremely tmu&ual situation today. 
So I told Mr. Johnson to tell mem that — and Til rell diem 
when they come out here — we're going to break at 10 
minutes to 5:00. because once five o'clock starts, especially 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 688-89 
Excerpt From the Trial-Testimony of Woolston (April 28, 2003) 



6SS 

THE DEPUTY CLERK: Judge, for- clarification, en rhe 
list it's D16S and you said 6S. Is the hst correct? Is it 
supposed ro be 1 63° 

THE COURT: 16S according to what I have. 

THE DEPLTY C LERK: I just wanted ro make sure. 

MR. RANDALL: Yes. it i IoS. 

(Defendants Exhibits as recited were received.) 

THE COURT: And we didu t call the roll bur everyone 
agrees rliat everyone is here? 

MR. STIIXMAN: Yes. 

MR. RANDALL: Yes. 

THE COURT: Thank you. Go ahead 

CROSS-EXAMINATION 

BY MR. RANDALL: (Cont'd) 

Q Mr. Woolston. we talked about last Friday your 
various bus mess pians for your company Fleanet. correct 1 

A We talked about the -bus mess plans, yes. 

O I would like you to look at Defense Exhibit 381. I'm 
sorry. This is a — 381 is die parent enforcement agreement 
that we talked about between Aden and MertExchange m 
which Aden and \Ierc Exchange agreed, I believe, on January 
7. 2000 to sue eBay, and this is the agreement: is that right? 

A Can I take a look at it? 

Q Yes. Absolutely. 
[640] A Go down ro the borroni Ail the way . Yes. this is my 
signature. It locks like rhe enforcement agreement. 

MR. RANDALL: I'll move Exhibit 3 SI into evidence. 
Your Honor. 

MR. STILLMAN; Could you look at your pretrial cider 0 
My page has bled off with respect to the court's rulings on 
:hat. 
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THE COURT: 381? 

MR. STDLLMAN: Yeah. leant tell 

THE COURT: I II be able to tell very quickly. 

MR. RANDALL: Should be 00. 

THE COURT: ft's 00. It's admitted 

MR RANDALL: Thank you*. 

(Defendants' Exhibit 3S1 was received.) 

BY MR. RANDALL: 

Q We also discussed your business plans, correct, Mr. 
Woolsron? 

A Fleanet business plans. 

Q If you can pull up Defense Exhibit 53. please. Merc- 
Exchange LLC. that s yout company, correct? 
A Yes 

Q And that's the address of your company listed on this 
cover page of Defense Exhibit 53. correct? 
A No.~ 

Q It was ar one time, correct? 
[641] A Yes. 

Q. Move ro the next page. Is tins a business plan or draft 
of a business plan produced by MercExchange 1 When I say 
that, I'll direct your attention to the bottom right -hand comer 
where it says 2\1E. indicating a MercExchange production 
document. 

A Yes. Tins is either a draft or a final that was produced. 

yes. 

MR RANDALL: Your Honor. I move Defense Exhibit 53 
into evidence. 

MR. ST ILL MAN: I'm sorry. Does that document have a 
dare on it? 

THE WITNESS: No. 
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eBay Inc. v. Merc Exchange L.L.C.-S.Ct. JA 742-45 
Excerpt From the Trial-Testimony of May (April 30, 2003) 
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MR. S TILLMAN: I can t see because my page is cut off in 
the pretrial order. I don't know what — 

[i 102] THE COURT: It's okay. 

(Defendants 1 Exhibit 405 was received.) 

3Y MR. RANDALL: 

Q This is the end of Exhibit 405, which was a resolution 
by MercExchange. and it is signed by the three 
MercExchange board members that were present at rhe 
meeting, correct? 

A Yes. 

Q .And the signatures are as follows: Tom Wooiston. 
Michael May, and John Phillips, correct? 
A Right. 

Q -And you all agreed, did you not — and can vou blow 
that language up? It ;ays. "The undersigned managers waive 
the requirements of Nonce of Meeting as required to hold a 
meeting of the MercExchange Board of NLmagers for rhe 
meeting being held October 15. 2000. Do vou see rhat? 

A Uh-huk Yeah. 

Q What other individuals were members of the board at 
that time? 

A I think that would be — we d be the only members of 
the board at that time, board managers. 

Q Let me direct your attention to Exhibit 404. Can you 
puil it up? Do you recognize this. sir. as — if you can blow up 
the first paragraph of riiar — as minutes of a meeting of the 
Board of Managers of MercExchange!* .And this board 
meeting was held on June 14, 2001. Do you see that? 
ill 03] A Yes. 

Q You w ere a member of the board at rhat time, correct? 
A Yes. 

Q .And so was Mr. Wooiston. Mr. Phillips, correct? 
A Yes. 
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Q And this document memorializes what happened x that 
boarding meetmg. correct' 7 
A Yes. 

MR RANDALL: Your Honor. I would move Exhibit 404 
into evidence. 

THE C OURT: 404 is admitted. 

(Defendants' Exhibit 404 was received): 

BY MR RANDALL: 

Q Who else w as a member of the board at that hme° 
A I think we were die only members of the board 
managers 

Q Now. is this about :he Time. June of 2001. that 
MercExchange decided to redirect us efforts from trying to 
build a business to licensing? 

A No. This was some months after that. 

Q After this date, did MercExchange ever attempt to 
resurrect this effort to build a business? 

A After The 2001 date? 

Q Yes. 

A No. 

Q And when you talked on direct about a. lercExchange s 
[1104] attempts to kind of 'build this business, you are not 
aware of any attempts on behalf of MercExchange to build a 
business between 1995 and 2000, correct ? 

A Would you repeat that? 

Q Your testimony was that sometime in 2000 there was 
some effort by MercExchange to build this business and 
create software, nght? 

A WelL I believe my testimony was that they were 
continuing an effort that had started in SO (sic). So yeah, 
there was an effort soing on. but that effort had begun in 
1999. 
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Q And. I'm scrry. if I forgot. Were there any ether board 
members at this time ui J\:ne of 2001? 
A I don't believe so. no. 

Q this board meeting — and I direcr your attention to the 
fourth paragraph down where it says. The first order of 
business. The first order of business was ro review and 
approval of Resolution 1 . ratifying the company' s agreement 
to settle its litigation with Goto.com," correct 7 

A Yes. 

Q That settlement had already occurred by the time you 
had this meeting correct? 
A Yes. 

Q .And so rhe board was basically approving something 
•hat Mr. Woolston had done already correct? 
[ 1 105] A Ratifying it. yes. 

Q. Means approving? 

A Approving. 

Q Right. 

A .After rhe fact. 

Q Right. The next paragraph states. "A motion was 
made ro approve Resolution 2. authorizing the company to 
further ;nvesftgate r and if deemed necessary, to initiate legal 
action against Auction Watch for infringement of the '176 
patent. Do vou see that? 

A Yes.' 

Q It was passed by unanimous vote, correct ? 
A Yes. 

Q So at that Tune you wanted to sue Auction Watch, 
right? 

A We wanted to determine if it made sense to sue 
Auction Watch. 

Q Would you scroll down to about the middle of — tins 
paragraph that we see here, where it starts — the paragraph 
starts. *Mr. Woolston presented a summary of rhe proposed 
budget for the company for the remainder of the calendar 
year." Do you see that? 
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A Yes. 

MR. RANDALL; Can you blow up from starring in the 
middle of that subparagraph where it says. Each uonemployee 
manager? Just go all rhe way down. There you go. 

* * * * 

[1107] salaried officers and employees, shall be eligible to 
receive bonuses. These bonuses, if any, are ro be tied to the 
success of the company in its licensing activities."' Do vou see 
thai? 

A Yes. I do. 

Q And that means that if you are successful in litigation 
against eBay or whomever else for licensing., you all get a cut 
of rhe p:e. right? 

A Yes. 

Q And in this instance, based on the Goto.com 
settlement. Mr. Wools ton received S2.1 million ro rake home, 
correct? 

A Well that was what we agreed ro pay. I don z know 
rhat u was actually distributed that way. 
Q You don' : know if that was distributed? 
A Not in that manner I don't dunk it was. 
Q You don't think so? 

A But that was our mtent certainly at the time of this 
meeting to do that. 

Q So your intent at this meeting was. based on the 
Goto.com settlement, was to pay you $250,000, pay Mr. 
Phillips $250,000. and pay Mr. WooUton $2.1 million, 
correct? 

A Correct 

Q And in fact, other former members of the company. 
Mr. Bartlam and Mr. Matney, accused Mr. Woolston of fraud 
and accused you and Mr. Phillips of breaching their fiduciary 
duties in arriving at these resolutions, correct 7 
» * * . * 
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eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 133-36 
Excerpt From the Deposition of Luther (June 20, 2002) 



1??. 

A . :?p **TllHtiliq . ..Tl£t £p*CUl*ip - A 8 I :SU3, I . JOII ' t JOKW 

w 1 vEfoa; w e oflfet m iineyy that w -ae ow or w hat. 

Q - D xl \vx\ isacl p.ttagrph 1 5 t»?fc>te >ou exrt.utEd tte 
~xhi>jtm aiteri 

A. Yss. 

0 - - E;4ii>fcl0? 
tLXS] A . Y-p. 

Q . S o pureusiit to ptaaqi^h 1 S of Exhi> ±10, A v -.is 
puidiacaicf taipeiomtcwnec^rp of M ercExctence? 
A. Ysp. 

0 . crjiatfcaatrti fc>r two notes p^bfe ii the .m oxnt 
of 34 m iQbn? 
A . Um -*xm . 

Q . W hy, <:>n Octcfcer 28, 1999, ua* A<3ai gorg to pay 
$3 .75 ra iBraimoie than £wae obligated to pay £>nhe earn e 
^ rieEiip iitsett in H eKflzctiangs pusuBit to the Januaiy . 
1 9th , 1 9 99 agiBsn <et*? 

A . That's a geod questtm . I <rkrn't i&raLL ThaCs a gcod 

O . Y cu cta't lecaHany &&&n w hacoevst? 

A . Exo=pt that I- I -rjuets we- we fei that- rftst. Tern 
W cottcn M ^scExchan^e had- Had an qpfotfuniy t> 

CAir Can pany inm snsrJy ^ I thiTfc to* mess w as- 
put of it v as jjst -::p£dtetiP*, v as jist Kcogfiizixi ttvs valie 
of m&ir BDte . w hidi e*an a to te fcM o f ail . B uc I befe-e dvc 
w as Hv5 garafeof it. 

0 . A ix3 that JOfc w as a rc>le that 1 tai stpaxted betw eai 
•iteiittY 19th, 1999 andOctc£>?r2.9»h. 1999. 

A. RijhCyBah. 

* * * * 

£141] 0 - - -a^in«it[naifc9c3aeE2lx±»±12? 
A . No. 

MR. HENDERSHOT : rd tt-ie to mar* *3 E:tfi±>± 13 a 
can plate ii the US. D itcit Court for N *±>wdta fifed by 
AdaiErtCsjpriBeeagaiietM ejcfixchancp, LLC . 
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V -pceibcn E:<h±>t -Luther) 1 3 , can pbiic fifed rt the U S . 
D Kttbt C <xur fci M ^toiasto* efb=*a by A <:fen Enterprise* a^urat 
H eu:£>xtv*rfe. LLC , mailed fi>r i1aitir±at±>n, ^ of mis 
■.IMB O conn *aicp tocied tefoiB (he w itneteO 

Q . D o ycu have Exh±>rl t ii taitof you, M r. Luflier? 

A . V a?. 

'3 - W cuil you take a m cm eic to u^a* jt fi>r m e. IA 
A. Okay. 

Q . W cull i^fer tr> paragraph 6 of the con pJaiit. Do 
you eeepaiagisfii 6 ( Mr. Luthea? 
A . Y -ee. 

Q . Paiacpsph 5 ib*3s, X«n or tfxut J^iuaiy 7th, 2000, 
foe ptoiitiff/ beiig Adai Entaprtee, "Thiou^i ispu&ator. 
-^nd chief srj5ajx±& offiba; <=nt£ae<i p.42] into a pscait 
■enfotDEm ait *cpEein ait." D oaa this i^tcrfi your lecoltectjon 
as tr> when yxi <£<ecuG=cl the patErtt *3itbioan *ait agasan ent 
m aifced as E;<hbjt 12? 

A . Ithrik that's, w hat IsaiJ.iaiJntP 

Q . I milk- I thiifc you pmin €d that you ~x£eiitBd £ on 
.Iiiajary 7 m t^tseii on the <iite of the cpticn <xp&mWi le- 
feued rr : . tt>?lBTl . 

A. Oh. 

0 • Doas Exhibit i 3 *=-£Et*t \txix iscoltectm as to when 
"y^'U <£<£cutBd the p&axt •Jifcaoan a* Hgiean ait m aikad 
E:<hb±i2? 

A. rm- I'm infeirng itv asOtaiuaiy 7th, 2000. 

0 . I tfiiectycur ^ctHitrai tadc tt> Er<htoitl2, me patmt 
anfbioem aitagieem ait. W ouiJyou read paiagr^ph 1 form e. 

A . "W hes&ns M ezcExchange LLC (M •acExchanga') be- 
fe-es that ± has cJain s bshg under the pctaxt Iwe of me 
United States- * 

0 . I -ilon f t m tD jritEHLipc M r. Luther, but me pata- 
co^f)hnum)>=aedl. 

A . "Urtteee cthcxw fee <*gieed to ri w rfchg, the xifrixjxq 
pvuiy Lefenad id Iren-fri on the aibjaxof the eifcucan *ntpK>- 
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clings * ay, fiic., the [14 5} ti&ixpiKi party, * C Atifcmia 
coiporatbn , a.inmtfy ii the busraasof ccn3uctiig- " 

Q - That's c>:cd •=na.K£i . I j*=t w ant to iteitify- ~B ay . E I 
co.oa dieot y>;s.ir attH-itbn fc> paia:ps|:h nun Ivasd 2 on tte 
fast psge of. E:-tdbit 12 , t prcvii*; that, "A.ikn and M erc- 
ExehHrfe het£t>y aqnee tD :tate ii the cottst and ^-ipenses of 
any enfcirsnent prxisedrigf: rraoiriig the M ^ir£xc:}wt>^ 
patera agaiiat the inftixjiig party v Ah A.rten payirr nite- 
t=nths oC those <x<sts atxl -s<p«Ttt« <*il M eirfixehani:^ F^V~i>:j 
cne-tiEnth of 1>? costs art! e:\paites * D o you aee that? 

A . Y 

Q . Go pi±>r & January 7th, 2000, had ycu ieached an 
arnsan ^ntw ih M ^acExd^ngs, and "you* beiig- \xxi acting 
ii ycur opacity as CEO of A-iav- to bthg aut against ^fiay 
wteEtoy Adtn and M eacfixcharigs wouU £has& ii the «x*Ts 
and e-iparafi of the proosedng? 

A . W ell. as ^viiaioed by this txnnact that- ttvtt 
::>airfii V w hat w e agreed to dD . 

.*) . I waiU died: your attHitrn tr> pasjiaph which 
scare*. *Ad*En w ill leoeiv-e 22 peitfent of any jscovery :fc> 
ycu see that? 

A. Yes. 

[14 4 J Q . Is tliat ocnsteiic v in your undeascrdiig of the 
agraan -ait on January 7th. 2000 , that A»rfcn w ouli eceive 22 
peusntof Any retoveiy- 
A. Ye«. 

Q . - had ton *Bay? 
A. Yes. 

Q > So cn January 7th, 2000, A dm EntEapiies enteoEd 
iito an agifian ^nt w ith M ejcExchangs m aDc^d a* Exhi>r 12 
wheEEfcyA'Jen would £haie jn the <xx$b and <=KpatEi=6 of the 
oi± agaiist eB ay based en M r. W oottcai's patsnte and A d^n 
v outt zscjei^e 22 peioaicof any lEoaver/; is thatoouscc? 

A . That's ryht. 
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0 . D c \cu iBcatt if A dsn aid M T-irExcJvarje -?/er »ait5.i=d 
itfo a oonoact tin Itar to the on? m aifced Exfrbit 12 w 
a paity otterdvffi r=B ay w as nm as the iifrrqixj ^xar/> 

A . 1 e*h, I fc*h=Fvs tlv£- I t:*?.tia/e PrteJiv* w ^ the fitzt 
iritiitbe, aoi I rbrit recall w tetter rhat w as contractual ii 
natiue oraot. But 21 the twel sxtor, and ii the ^.i-xbn aeciDr, 
thone v £*e tw o places that then* w eie iifiirfem <^it ifB.^. 

0. . :?o other than Prbeliie and *B ay , w eie there ->ny otter 
diiid parties thoC w eie identified as;-n 
* + * * 

A . Arfcn dian'thorl any. O f Aden's thaie*? Aden- 
die paaait ixmpony wouMn't have ten aty of the Ad=n 
^haies . Itw a.iU have been mirf f ^utiae thatteH the thaies. 

Q. H cv m otiy of the few luindied m ilhbn shaiasof Aden 
etccfc weae avalbbfe Ibr oaixig tD istail rrveaDis in January 
of 2000? 

A . QuiBafev .Tin ^pecLim^.Andtter^t^ctar^a. 
C eLtaiity tens of m ifficns. 

0. . Jh January of 2000, w *a Them as W ccfeffiti ttin ^ - 
pfcjy^d fcyAdai EntEiprieeisr? 

A . .iferuaryof 2000, I'm again irr to. 

Q . To your knew fedge, ±1 Jauiary of 20 00 , w as Them as 
W cotton :=tillpa5s?i*3it of N avfetf 

A . Y^ah, IteitMeto. 

Q. Anddij&r techrjol^- offeror Adai? 

A . R ipc. 

Q . A nd chfef tecrmotgy officer of Lefibil? 

A . Tm aaaim iig that on e reird that he wouli have 
t:«e=n in that pos4±ji ii those ocm paries. 

0. ■ And on .January 24th cf 2000, -iij Adai Entsaprfcies 
ov n an rtteaeet ti M *3tE>xhange? 

A . W tetter- w hethei the aecLiritiee w em hell orwehad 
a conaact £>r rhoa=- shaiee, ves. 

Q . Prior to Jauiary 24th, 2 000 , M eicEr^nge p.57 ] heM 
uteuee of A den Enterprises, is thatGcorect? 

A . E iherfcy ociinaxorriiysral^, 
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EXHIBIT J 

eBay Inc. v. MercExchange L.L.C.-S.Ct. JA 681-82 
Excerpt From the Trial-Testimony of Woolston (April 25, 2003) 
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BY MR. RANDALL: 

Q. There was no way. at least as you understood :r. for 
e3ay ro have known a* rtiat time Thar you had planned to sue 
eBay in January of 2 COO. correct? 

A. January of 1Q0Q. Was there any way for me to have 
known that e3ay knew* that we planned ro sue e3ay in 
January 2000? Is that the -quest ion 1 

Q. Right. 

A. Xo. That w as public record. EBay may very well have 
known that. 

Q. Your agreement with Aden Enterprises in January of 
-000 that you had an. agreement to sue e3ay, that was public 
knowledge? 

A. Yes. It was laid open in the itut between Aden and 
MereExchange. It was made public. Pan of the public record. 

Q. When eaay and MereExchange were having these 
various exchanges. MereExchange never -.aid in any cue of 
those coniniiuucatioiis that we've gone through that e3av 
[597] infringes any of these patents, right? 

A. You didn't mfruige — eBay did not uilhnge the 265 
parent and rhe ' 1 76 patent at oiar meeting. They did infringe 
the parent that subsequently became the 051 at that meeting, 
but we never made the charge of irifrmgeinenr because eBay 
wasn't mfringing the issued patents at that, time. 

Q. MereExchange never conmmnicated to eBay m any 
way that e3ay mfrmged any of its patents until you filed suit 
iii this case, correct? 

A. I don't know if that was the inference >*ou would have 
rnken from our meeting or not. Thar was the communication I 
had with e3ay. 

Q. When did you authorize suit in this case, ur? 

A. Probably a couple months before we aled suir. 

Q .And when was that? 

A. Probably — well I think we. this lawsuit got started in 
September. 

q. :ooi. 
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A. Okay. So probably ?, tew mouths before Thar. 

Q. Okay. ?nor to filuig suit p. gainst eBay in September of 
2001. you never communicated to eBay that it infringed any 
one of your patents., correct^ 

A. That : s. yeah, tlut ! s probably c orrecf . 

Q. .And you never Communicated to e3ay mat you had 
[:9S] this agreement with Aden Enterprises m January of 
2000 to sue e3ay. correct? 

A. You might have had — you've got other documents out 
of that record, so I think you have it. 

Q. No. We got those in discovery in this case, six. 

Tin asking you a question. Did you ever, before nimg this 
lawsuit, did you ever inform eBay or have anyone on your 
behalf inform eBay rhat you and Aden had reached this 
agreement, this contract to sue eBay in January of 20CKF 

A. Probably not. 

Q. Without full access to your patent file histories, no 
one would know about the rejections rhat the Parent Office 
had issued to your claims in the peudine applications, 
correct? 

A. I'm not sure if that's true or not. 

Q. Well the Patent Office application process is private: 
neat? The public doesn't have access to what's specifically 
going on m the Patent Office. right? 

A. You seem to have a way of figuring out what's going 
on at — 

THE COURT: Just answer — no. no. no. He asked you a 
question. Don't ask him a question — 

THE WITNESS: AH right, 

THE COURT:— or make a comment, just answer the [599] 
question. And then if you want to — 
THE WITNESS: Yes. sir. 

THE COURT: — elaborate on your answer, certainly you 
may do that. 
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million :or patent mfiingement. 
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TTioiiM* O. Woohton. an engineer 
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p..tent> on a rem to ^ell ilxed- 
pr.ce «ood> online that included au 
automatic-payment system. In May. 
a jury decided iii WooUron'i favor 
<ind ordered eBay ro pay V\'ooteron'> 
company. Merc Exchange LLC. 
million in damage L.'^f Meek. V. 
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In .nMiiiun to appealing the flecisiou. eBay may change the way it Mills rtx^l- 
pnee aoods to ,i\ok1 payin? damage* to Merc Exchange. Punzlove said. 

*.Ve dnns serious consideration to modification of the fixed-price portion 
of our busmen that we (relie*. e would meet rhe directions of the conn." 
Ptu'i sieve said. He Killed that the clunaes would be minimally disruptive for 
eBay users. 
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Article-"eBay Must Relitigate Patent Injunction'' 
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eBay Must Relitigate Patent Injunction 



By Kevin Kelleher 
TheStreet.com Senior Writer 

3/16/2005 6:15 PM EST 



eBay 'a (E BAY :Na jdag - nsws - research ) 
•homy patent-minngernent tussle with inventor 
Thomas Woolston took another turn Wecnesday 
ns a U.S. federal appeals court issued a 
decision that, while substantially changing the 
previous ruling by a district court, leaves things 
as murky and uncertain as before 

In short, the three judges on the appeals court 
cleared eBay of a portion of the S29.5 million 
damages awarded to Woof st on and his 
company MercExchange in 2003. But 
potentially more worrisome to eBay is the threat 
of a permanent injunction that the lower court 
denied. The aopeals judges reversed that denial 
and remanded the case. 

in September 2001. MercExchange sued eBay 
and its Halt.com unit, alleging infringement of 
three patents lelanng to online auction 
;eennok>gy. multiple database searching ana 
electronic con sign ment systems. The following 
year, the district court osmisseo the online- 
auction infringement claim 

In 2003. a jury ruled that eBay and Half com 

tnfnngea on the other two patents, awarding S35 

million in damages. The court set aside S5.5 

million of the award and denied 

Me rcE> change's motion for a permanent 

injunction. 

On Wednesday, the apoeals court agreed that 
the $5 5 million award wasn't appropriate, and it 
also reversed the district court's judgment of 
another patent that was the basis of a 3 19 
million award. It's endear how much of that 
aw aid will remain intact. The appeals court 
affirmed an infringement ruling that was the 
basis of a $10.5 million award. 

in addition to reversing the denial of a 
permanent injunction, the appeals court vacated 




L-2 



May FViiTiKi:? ?z'rm J^u^t:^ 



RealMoney Free Trial 
Br ok an 

Institutions 



[Account Info 
jP as sword 
Logout 

Podcast CZ33'3) 



Letters 

Investor Relations 
Corrections 



jmings Rtports 
'Mutual Fund Finder 
[streaming Quotes 
Economic Calendar 
Internet Index 



031A X 1,393. 70 

S&P 1.310.74 

NASDAQ 2,362.89 : 
r-? 01 a -H3.34 



1 C.-rit i*n»c» .t; a £i**t urea 




Google Blows the 
Doors Off 

Jtm Cramer's Stop 
Trading! Kilter 8' 

The 10 Strongest Bull 
'Markets 




View All 
. Action Alerts PLUS 



! he 2002 summary judgment of the online- 
auction eta mi. opening the door to more patent- 
i elated litigation for the company 

As was the case throughout trie past three and 
a half years, the two companies saw the 
decision in *:.<arKly contracting terms. 
MercE> change trumpeted it as a success of 
Davtd vs Goliath "The appeals court drove a 
stake Through the heart or eBny's claims," snul 
VVooiston. an engineer -turner: -lawyer who one* 
terrorists. 
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Tech Stocks : Internet 



eBay Must Relitigate Patent Injunction 

Page 2 

Merc Exchange, which says it once ran e- 
commerce and auction sites that went out of 
irustness. is licensing its patents to other 
companies i*ke Ubid, a one-time eBay rival in 
which Woolston now controls an undisclosed 
■•take. Asked if Merc Exchange would license its 
technology to eBay. Woolston gave an 
emphatic no. *l don't give a oamn about what 
eBay does next." he says. 

eBay, meanwhile, issued a statement 
downplaying any impact of ihe decision on its 
business. The statement said ihat an injunction 
"will not have an impact on our business 
because of changes we have made following 
the District Court's original verdicl. The U S. 
Patent and Trademark Office is actively re- 
examining all of MercExchange's patents, 
having found that substantial questions exist 
regarding trie validity of MercExchange's claims. The Patent and TrademaiW office has already initiatfy 
rejected all of the claims of one of MercExchange's pateiits." 

Niether company woulc say whether it would further appeal the decision MercExcnange declined to say 
also wheiher it would pursue an injunction. 

in term* of damages, :he ruling is likely to have a sligntty positive impact on e Bay's earnings. In 2003. eBay 
took a $30 million charge to post a bond while it appealed ihe case. 

3ul an inunction couid have a longer-term impact. The extreme scenano. although highly unlikely, is that an 
imuncnon could shut down eBay's servers until the case is resolved. Mofe likely is the prospect of a daisy 
chain of costly legal battles around the injunction ana the online-auction patent. At this stage of many patent 
cases, companies often choose to settle But grven the contentious nature of this lawsuit, a settlement 
seems unlikely. 

Go to inqsjjisiajLQM homj^p/\0£ i go to begin ning of story 
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EXHIBIT M 

Declaration and Supplemental Declaration Filed Under 37 C.F.R. § 1.132 During the Prosecution of 
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PATENT 

ATTORNEY DOCKET NO. 99999/99892 



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 



Applicant 
Serial No. 
Filed 
Title 



Thomas G* WOOLSTQN 
08/427,820 
April 26, 1995 . 
CONSIGNMENT NODES 



Art Unit: 2761 
Examiner: Weinhardt 




Assistant Commissioner for Patents 
Washington, DC 20231 



PBrawvnas wvm 37 cm *,iaa 



I, Thomas G. ftoolston, declare that: 

1. I am the sole inventor of the subject matter described 
and claimed in the above -captioned patent application. 

2. This declaration and the Exhibits attached hereto 
describe and evidence the long- felt need in the relevant 
industry, the constructive knowledge of those skilled in the art 
of the applied references, including Lindsey et al., Lalonde et 
al., Fujiaaki, and Bars tow et al., and the nexus of the claimed 
invention to solving the long felt need. 

Long Felt Need in the Industry 

3. A scattered and un- harmonized used and collectable 
goods industry has existed for many, many years. See Christie's 
^History* attached as Exhibit A at p,l (Demonstrating that the 
need to buy and sell collections of used and collectable goods 
and an organization dedicated to selling these goods has existed 
for over 200 years) . 

4. The prior art market for used and collectable goods was 
created by a scatter- shot presentation of shows, auctions. 
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exhibits, specialty a hope, catalogs, large collectors, 
intermediate dealers, "wholesale" dealers, and the occasional 
newspaper advertisement. See Christie's "How to Sell,* Exhibit A 
at p. 5? Bee also . "New Interest In Things of Old, - San Berardino 
County Sun, Exhibit B at p. 2 (Stating the antique market "is 
very fragmented"); and U.S. Department of Commerce Report, 
Exhibit C (Providing that there are thousands of antique, 
collectable and used good shops) . 

5. Partner demonstrating the prior art's fractious and 
static nature is the hard copy pricing guide. The hard copy 
pricing guide "gives a quick indication of [an item's] position 
in the [market J .* Sotheby's International Price Guide . Exhibit D 
at Preface page undersigned by John L. Marion, Chairman, 
Sotheby's Inc.; see Exhibit D representative pages 144, 161, 172 
and 175. 

6. The prior art market, according to the Sothebv' s 
International Price Guide, was based upon the collector "seeing 
the piece, holding it and examining it from all sides . . . [i]t 
is aaix then that the vital interaction between the collector and 
object the process of selection can begin." Exhibit D at Preface 
page (emphasis added) . Thus, Sotheby's Internation al Price Guide 
teaches that physical inspection of a collectable or one-of-a- 
kind good is required before the -process of selection can 
begin." Indeed, in Sotheby's view, the required physical 
interaction between the purchaser and the object demonstrates a 
fundamental point collectibles and one of a kind goods are HOT 
commodities and cannot be treated similarly. 
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7. In the prior art, professional intermedi ariea or 
"middlemen" apeculated on collectibles by physically inspecting 
and purchasing the good and then finding, or knowing, a 
subsequent buyer for the good. This manual process allows these 
professional participants to operate as physical and information 
intermediaries in a relevant market. These professional 
participants perform as market "actors* whose business is 
dedicated to speculation on goods. The needs of the professional 
intermediary is hereafter referred to as the ■ speculation needs 
of the professional intermediary. ■ 

8. Collector themselves and/or the collector's estate to 
liquidate a collection at its fair market value. Naturally, 
collectors would like to obtain a fair market value for their 
collection when they decide to liquidate- See Christie's 
-Appraisal Service," Exhibit A at p. 5 (Demonstrating the demand 
for appraisal services and the collector's need for determining 
and obtaining a fair liquidation value) . 

9. The need to liquidate a collection also occurs when an 
estate executes the will of a decedent collector. Sea Christie's 
"Appraisal Service,* Exhibit A at p. 5. 

10. Thus, the need to liquidate used and collectable goods 
at close to their fair market value is a need that has been 
present as long as there have been collectors and decedent 
collector's estates (an extremely long felt need indeed) . As 
further evidence of this long felt need, Christie's has an 
appraisal service dedicated to appraising decedents' estates. 
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11. Thus, in the prior art market, a collector or estate 

was forced to either exhaustively sell the collectable goods at 

9 hows themselves, consign the goods with a shop or dealer (and 

wait for a surreptitious buyer) , and/or sell the goods at a 

premium discount to an intermediary professional or auction 

house. The need to liquidate quickly and at a fair market value 

is hereafter called the "liquidity needs of the collector- • 

Ccma tractive Knowl in the Releva nt Industry of The Applied 

References 

12. Market participants such as Christie's and Sotheby's 
are sophisticated commercial actors that support a financially 
sophisticated clientele. Indeed, the hallmark of the collectable 
industry is the investment grade collectable or work of art. 
Exhibit A, Christie's at p. 1, Exhibit D, Sotheby's price guide 
introduction at p. 1. 

13. Clientele that purchase or collect investment grade 
collectibles or art have, by definition, great disposable wealth. 
Individuals with such disposable wealth are aware of the stock 
market in general and the automated exchanges provided by NASDAQ 
for buying and selling stock and the automated and semi -automated 
electronic exchange in commodities provided by the cotton trading 
system described in Lindsay et al. Indeed, at least some of 
these wealthy individuals made their fortune in the stock and 
commodities market. 

14. In general terms, the deeirability of liquidity in a 
Tarlcet is demonstrated in The Wall Street Journal Article 
discussing how electronic settlement of trades is a 
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"revolutionary* and "radical" change in how the AMEX stock market 
operates. Exhibit E, Wall Street Journal Article. 
Kexus of Claimed Invention to Long- Pelt Need 

15. The claimed invention directly address the speculation 
needs of the professional intermediary and the liquidity needs of 
the collector. The claimed invention provides an electronic 
market with electronic settlement that allows participants to 
speculate on used and collectable goods without taking physical 
possession of the aoods themselves. 

16. The electronic settlement feature of the claimed 
invention directly address the speculation needs of the 
professional intermediary by (1) creating a means for electronic 
trading of goods that provides for "pure" speculation and (2) 
creating an electronic means to reach a final purchaser to 
capitalize on the speculation. 

17. The secondary market feature of the claimed invention 
directly address the liquidation needs of the collector by (1) 
providing a means for reaching professional intermediary dealers 
and (2) by providing liquidity at a current "market" value. 

18. Indeed, in some aspects, the claimed invention has met 
with great commercial success and acclaim by those skilled in the 
art. See for example, that, B-Business Community Best Practices 
Trailblazer Award from the Alliance for Converging Technologies 
for the allegedly pioneering consumer -to -consumer online auction 
model by ebay Networks. Exhibit. F. , ebay Press Release (Award 
granted by "a panel of Internet leaders"). Ebay further provides 
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it commercial success in that shoppers spend more time on ebay 



than any other Electronic commerce sale. 

fc^j. I further declare that all statements made herein of my 
own knowledge are true and that all statements made on 
information and belief are believed to be true; and further that 
these statements were made with knowledge that willful false 
statements and the like so made are punishable by fine or 
imprisonment, or both, under Section 1001 of Title 18 of the 
United States Code, and that such willful false statements may 
jeopardize the validity of the application or any patents issued 
thereon. a * 
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PATENT 

Attorney Docket No. 55422.000007 

IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 
BEFORE THE BOARD OF PATENT APPEALS AND INTERFERENCES 

In re Application of: ) 

THOMAS G. WOOLSTON ) Examiner Robert WHNHARDT 

Serial No,: 08/427,820 ) Group Art Unit 2764 

Filed: April 26, 1995 ) RECEIVED 

For CONSIGNMENT NODES ) MAR 1 5 1999 

SUPPLEMENTAL DECLARATION UNDER 37 CF.R. 9 l.^£P Up 2700 

I, Thomas O. Wootston, declare that 

1. I am the sole inventor of the subject matter described and claimed in the above- 
captioned patent application. 

2. This declaration and the Exhibits attached hereto supplement my September 14, 
1998, declaration in the above captioned case with new evidence that has come to my attention of 
the cornmercial success and long felt need in the industry for the present mvennon. 

3* Mare specifically, mis declaration provides supplemental evidence of the 
overwhelming commercial success of aspects of the present invention in the systems and 
methods employed by others on the Internet In addition, this declaration provides further new 
evidence mat there wms long felt need in the industry. This new evidence directly refutes the 
Examiner* s unsiippofted contention that there is no long felt need in the industry. 

4. The claimed invention's electronic market for used and collectable goods aspect 
has achieved great commercial success. The Internet now contains at least 150 systems dedicated 
at least in part to creating an electronic market for used and collectable goods. See, Exhibit A 

DC!:ttO42210vi 
&VI2/99 fcOi pnt 
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and A The commercial success of this aspect of the invention is indeed "exploding.** 'Together, 
OnSale and eBay sold more than S250 million in products in 1997 and expect to significantly 
contribute to the $1 billion projected for 1998 online auction purchases." See, Exhibit C, GW 
Report on Online Auctions. This massive commercial success for aspects of the invention's 
electronic market for used and collectable goods arose after Applicant's April 26, 1995, filing 
date. The success of this electronic market will further explode by the integration of the seamless 
re-posting of the good as described by the claimed invention. See, Jurther Exhibit C 
(Partiripanls are "addicted** to online auctions already. Participants will be further addicted and 
intrigued by the ability to fully speculate on used goods and collectibles as specified by the 
claimed invention, i.e., participants will not only able to seek "good deals" they will actually be 
able to make money by speculating in a safe and secure environment). 

5. The formation of Sotheby's Internet Associates and the confirmed registration of 
more that 1 500 art dealers demonstrates the long felt need in the industry for an electronic market 
for used and collectable goods. See t Exhibit D, Press Release ofSotheby s Inc.. Demonstrating 
that over 1 500 dealers signed up for Sotheby '$ Online market in less than 30 days after the 
Sothtby s artnovncemeia that it would create an electronic market This rapid acceptance by the 
industry directly refutes the Exarriiner's belief that there is no long felt need in the industry for an 
electronic speculative market for used and collectable goods. See, paper no. 24, p. 3, for the 
Examiner's contention that he does not believe there is **an art-recognized problem with the 
manser in which business is done [ in the used and collectable goods market].** 

6. The evidence of massive commercial success and long feh need in the industry is 
overwhelming. In the face of this evidence, there can be no reasonable inference that aspects of 
the claimed invention are not enjoying widespread commercial success. As further evidence of 

-2- 

DCl*IM22IOvl 
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the Indicia of nonobviousness, the inventive concept of the claimed invention is and has been 
licensed to in Internet entity. See, Exhibit £ License agreement between MercExehangc, LLC 
and Aden Enterprises, Inc. 

7. I further declare that ail statements made herein of my own knowledge are true 
and that ail statements made on information and belief are believed to be true; and further mat 
these statements were made with knowledge that willful false statements and the like so made are 
pimishabkbyrliieor in^ of tide 18of the United States 

Code, and that such willful false statement may jeopardize the validity of the application or any 
patents issued thereon. 




Thomas G. Woolston 
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